The Cultivation of Organizational Innovation amongst Malaysian Bumiputera (Indigenous) ICT-Based Small Firms  by Kohar, Umar Haiyat Abdul et al.
 Procedia - Social and Behavioral Sciences  40 ( 2012 )  358 – 363 




* Corresponding author. Tel.: +607-5566911 
E-mail address: umarhaiyat@gmail.my  
 The 2012 International Conference on  
Asia Pacific Business Innovation & Technology Management  
The Cultivation of Organizational Innovation amongst 
Malaysian Bumiputera (Indigenous) ICT-Based Small Firms  
Umar Haiyat Abdul Kohar a,b,*,  Aslan Amat Senina, Kamariah Ismaila  
a
 Faculty of Management and HRD, Universiti Teknologi Malaysia (UTM), Johor Bahru 81200, Malaysia 
bSchool of Management, RMIT University, Melbourne 3053, Australia 
 
Abstract 
This qualitative exploratory case study explores the cultivation of organizational innovation amongst Malaysian 
Bumiputera (Indigenous) ICT-based small firms. Semi-structured interviews were conducted with five Bumiputera 
ICT-based entrepreneurs in order to explore their insight into this topic. The interviews uncovered that the 
implementation of R&D activities is the pertinent approach to develop organizational innovation in an ICT-based 
firm.   
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1. Introduction  
Entrepreneurship normally involves innovation in terms of the creation of new resources or the 
gathering of existing resources for new product development. Schumpeter [1] emphasizes that the 
entrepreneur acts as a breakthrough innovator and entrepreneurship is an activity that carries out new 
combinations of resources for the creation of innovation. A review of the literature reveals that some 
studies have dealt with the determinants of organizational innovation [2], the role of knowledge and 
learning curves in influencing the organizational innovation and also the development of a model of 
innovation [3]. However, to the best of our knowledge there are only a few empirical studies that explore 
the creation of organizational innovation culture amongst Malaysian Information and Communication 
Technology (ICT)-based small firms, specifically owned by the Indigenous people, or Bumiputera of 
Malaysia. Moreover, most studies conducted in the field of organizational innovation were conducted in 
developed countries. Additionally, Klaas, Klimchak, Semadeni and Holmes [4] mention that the question 
on why firms differ in their willingness to adopt innovation has long been receiving interest by 
researchers. This exploratory study contends that the creation of organizational innovation culture is 
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influenced by the perception of founding technology-based entrepreneurs on the drivers of innovation that 
may assist them in sustaining their business operations. The aims of the present study are therefore to 
contribute to an understanding of the cultivations of organizational innovation implemented by founding 
Bumiputera (Indigenous) entrepreneurs in ICT-based small firms. This objective will help answer the 
research question: “How does the cultivation of organizational innovation approaches implemented by 
founding Bumiputera (Indigenous) entrepreneurs in ICT-based small firms?”  
To address the research question, we first provide an overview of the Malaysian ICT Industry and the 
drivers of organisational innovation. This paper then outlines the methodology adopted for the study and 
discusses the results. The final section will provide a conclusion and recommendations for future research. 
 
2. Review of Literature  
2.1 Malaysian ICT Industry  
The Malaysian government’s aspiration to achieve its Wawasan 2020 (Vision 2020) plan to become a 
high-income economy by 2020 has resulted in increased national development agendas. In realizing this 
vision, the ICT industry has been identified as pertinent to the country’s economic growth [5]. The 
National IT Agenda (NITA) launched in December 1996 by the National IT Council (NITC), aims to 
provide the fundamental framework for the utilization of ICT towards the development of the country into 
an information and knowledge-based society by 2020 [5]. A key initiative undertaken by the Malaysian 
government through this agenda is the creation of the Multimedia Super Corridor (MSC) that was 
designed to promote multimedia products and services by bringing together the legislative framework and 
next-generation telecommunications infrastructure. In addition, the establishment of the Malaysia’s 
Multimedia Development Corporation (known as MDec), a government-owned corporation, aims to 
facilitate the development and promotion of MSC Malaysia. The Malaysian ICT industry is showing high 
growth rates and is emerging as a strong contributor to the country’s employment and economic growth. 
As reported in the Tenth Malaysian Plan (2011-2015), the ICT sector accounted for 9.8% of the GDP in 
2009. This is expected to increase to 10.2% by 2015 [6]. In order to increase Bumiputera participation in 
the ICT sector, the Malaysian government through MDeC has initiated the Bumiputera ICT 
Technopreneur Development Programme (BITE) in November 2005 [7]. This unit aims to ensure that 
Bumiputera entities account for 30 percent of MSC Malaysia Status companies by 2010. Since its 
establishment, BITE has undertaken several initiatives such as the Technopreneur Academy Programme 
(TAP) that aims to train both potential and existing Bumiputera ICT-based entrepreneurs. Additionally, 
the Bumiputera Creative Multimedia and Content Initiative (BCi2) was launched to boost Bumiputera 
participation in the creative and multimedia sectors [7]. Despite the initiatives undertaken by this unit, 
based on the 2009 MSC Malaysia Annual Industry Report, the number of MSC-status owned companies 
by Bumiputera entrepreneurs constituted only 12.5 percent [8]. This paper suggests that the development 
of Bumiputera ICT-based business may be further enhanced via the cultivation of organizational 
innovation in a firm. A brief discussion of organizational innovation drivers will be discussed in the next 
section.  
 
2.2 Drivers of Organizational Innovation 
Based on our literature search, we identified four main determinants of organizational innovation that 
will be discussed briefly as follows: 
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• Communication Channel:  Generally, frequent internal communications are considered as an 
important tool to favour and promote organizational innovation as it facilitates the dispersion of ideas 
within a firm and increases the possibility of informal knowledge spillovers between the firm and the 
individual [9]. Through effective communication, the information should also be safely exchanged 
amongst organizational members and this may provide an information flow from different aspects 
and reduce the resistance to innovation [2]. This is because an ability of business owners or top 
managers to communicate is considerably pertinent in order to initiate change in a firm [18]. 
Moreover, a clear organizational strategy may be implemented by a firm based on a strong set of 
values that encourage learning that are conveyed by the management through effective 
communication.  
 
• Continuous Organizational Training: Training is regarded as an important tool for a firm to 
develop organizational knowledge and skills in order to maintain and enhance a firm’s core 
competence in the market [17]. Thornhill [10] also mentions that firm-level training investment is 
discovered to be one of the main determinants for a firm’s innovation as training stimulates internal 
flow of ideas and information that can enhance organizational knowledge. This view is supported by 
Koc [2] who claims that training is an important factor which encourages innovation in technology-
based firms.  
 
• R&D Activities:  In order to meet the challenges of continuous innovation in technology-based 
industries, a technology firm needs to focus on developing its in-house Research and Development 
(R&D) activities and applications, specifically through the development of new products. Thus, R&D 
activities are regarded as a determinant of innovation that has received the most attention from 
researchers [11]. Furthermore, R&D activities may also increase the value of a firm, especially in 
terms of a firm’s products or process development [12] by increasing a better understanding on how 
and where to innovate amongst technology-based firms.  
 
• Reward System: An organization that intends to inculcate creative and innovative organizational 
culture should set creative goals that focus on a good reward system, specifically amongst employees 
[2]. This is because one important factor that may affect organizational innovation is the commitment 
to the development of new idea  by providing psychological and resource support to employees [13]. 
Thus, in order for employees to be motivated to innovate, there must be a culture that both supports 
and rewards innovation. Lemon and Sahota [14] mention that a reward system should be emphasized 
for stimulation innovation contribution by employees as well as to motivate and appreciate 
employees to/for the development of organizational innovation.  
 
3. Methodology  
This study employed an inductive exploratory case study method in order to understand what are the 
approaches of organizational innovation practised by Malaysian Bumiputera ICT-based small firms [15]. 
Within the typology of the case study approach, we chose to employ a multi-case study approach. Thus, 
five Bumiputera ICT-based entrepreneurs were interviewed for this qualitative study. A semi-structured 
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one hour interview with a founding entrepreneur from each firm was conducted. All interviews were 
conducted in a mixture of English and Malay. All interviews were recorded and later transcribed and 
coded manually. The researchers employed the eight-steps proposed by Tesch [16] for coding the 
transcripts. Upon the completion of the coding process, categorical themes were generated. Content 
analysis was used to process and analyse the original text of company documents and the transcripts of 
interviews conducted. Table 1 provides information about the entrepreneurs, such as the participants’ 
academic background and business backgrounds. We replace the entrepreneurs’ name by IT1 to IT5 to 
maintain confidentiality.  
 
4. Analysis and Findings 
In the following section, all data provided by the respondents is analyzed. The content analysis 
uncovered the participants’ background as well as the cultivation of organizational innovation culture 
implemented by the founding entrepreneurs.   
 
4.1 Demographics 
As shown in Table 1, most of the respondents were aged less than 30-years old. In terms of gender 
distribution, only one participant was female. The education background of the participants was fairly 
remarkable. All participants interviewed for this study were bachelor degree holders in various fields of 
study. Amongst them, three participants were master degree holders. In terms of the fields of study 
undertaken by the participants, more than half of the respondents were enrolled IT-related courses. All 
firms operated by these participants were considerably newly-established firms as the business operations 
of these firms were either five years or less. Based on the definition of SMEs in the ICT industry by SME 
Corporation Malaysia, these new firms were also considered small businesses because the number of full-
time employees was less than twenty employees.  
 










It is apparent from Table 2 that conducting R&D activities in a firm was the most cited approaches of 
organizational innovation because this approach is implemented by all participants. The implementation 
Table 1: Demographics of the Participants
Participants Age
(years)





ICT1 29 Bachelor of Computer Science + Master of IT M 5 14 
ICT2 27 Bachelor of IT (Database) M 2 7 
ICT3 28 Bachelor of Physic + Master of IT 
Entrepreneurship 
M 3 5 
ICT4 27 Bachelor of Electrical Engineering  M 2 5 
ICT5 34 Bachelor of Town Planning + Master of IT 
Entrepreneurship 
F 2 6 
Table 2: Cultivation of Organizational 
Innovation Approaches 
Participants 
1 2 3 4 5 
(a) Communication Channel x x  x  
(b) Continuous Organizational Training  x  x x  
(c) R&D Activities x x x x x 
(d) Reward System  x  x   
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of a firm’s R&D activities is crucial for developing the firm’s new innovative product, especially in terms 
of fulfilling customers’ demands and the firms’ commercial activities (ICT1, ICT3 and ICT4). For 
example, one participant stated that: “In order to fulfill demands from our customers, we need to conduct 
R&D activities to customize our new software applications to suit customers’ needs” (ICT3). Indeed, the 
implementation of R&D activities was also seen crucial towards a firm’s business sustainability, as 
remarked by Participant ICT2: “If we do not conduct R&D activities in our company, we would not be 
able to sustain our business and to leave behind our competitors”. 
In addition, more than half of the respondents stated that having a good communication channel in a 
firm and implementing continuous organizational training are pertinent for an ICT-based firm’s 
innovativeness. Meanwhile, only two participants indicated that reward system was implemented for 
cultivating organizational innovation in their firms (ICT1 and ICT3). One of these participants suggested 
that: “Currently, we are assessing our staff by giving them credits based on their abilities to create new 
solutions or products and to generate any extra income for the company. These credits are either in terms 




In the absence of a detailed understanding of Indigenous technology entrepreneurship, this research 
sought to extend our knowledge of the cultivation of organizational innovation approaches in Indigenous 
ICT-based small firms. The most cited driver of organizational innovation is the implementation of R&D 
activities, which has been mentioned by all participants in this study. This depicts that a firm’s R&D 
activities will considerably be regarded as a main driver for a firm’s innovation success. Due to this fact, 
the Malaysian government has provided several R&D incentives to further strengthen Malaysia’s 
foundation in R&D activities, especially in the ICT industries. For example, Bumiputera ICT-based firms 
may apply for the CIP Catalyst conditional grant from the Cradle Fund Sdn Bhd (Cradle), an agency 
under the Ministry of Finance, Malaysia (MOF). This incentive offers grants of up to a maximum of 
RM150,000 to teams of innovative individuals with innovative ideas in the ICT, non-ICT and high 
growth technology industries.  
Future research may consider focusing on the comparison of organizational innovation approaches 
between Malaysian Bumiputera and Non-Bumiputera ICT-based firms. The sample size of the current 
respondents in the ICT industry might be fruitful to be expanded to other technology-based industries to 
provide a more holistic view of Bumiputera participation in technology-based industry.  
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